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SUBJECT: MAJOR EXPORT PROJECTS: REASSESSMENT OF PLANNED 
STEEL MILL EXPANSION 

1 . GOP IS REASSESSING ITS PLANS FOR EXPANSION OF PORTUGAL'S 
NATIONAL STEEL MILL (SIDERURGIA NACIONAL - SN). THE ORIGINAL 
PROJECT CALLED FOR PRODUCTION CAPACITY TO EXPAND FROM 600,000 
TONS TO ABOUT 2.5 MILLION TONS PER YEAR. THAT TARGET WAS SUB- 
SEQUENTLY SCALED DOWN TO 1.6 MILLION TONS PER YEAR. THE EXPANSION 
WILL BE DESIGNED TO UTILIZE LARGE IRON ORE DEPOSITS IN NORTHERN 
PORTUGAL (MONCORVO), HERETOFORE CONSIDERED UNECONOMIC DUE TO 
LOW IRON CONTENT. OVERALL PROJECT WOULD INVOLVE THE FOLLOWING 
COMPONENTS: 1. 1-1.5 MILLION TON/YEAR CONCENTRATE AND PELLETIZING 
PLANT, A 1 MILLION TON BLAST FURNACE, A 1 MILLION TON OXYGEN 
MELTING SHOP, CONTINUOUS CASTING MACHINES FOR SLABS AND BILLETS, 
A 400,000 TON WIRE ROD MILL, A 350,000 TON CAPACITY SECTION 

MILL, AND AUXILIARY INSTALLATIONS. 

2. INCREASINGLY TIGHT DOMESTIC CREDIT CEILINGS - NECESSITATED 
BY RECENTLY ADOPTED STABILIZATION PROGRAM - HAVE CAUSED GOP 
TO RE-EVALUATE ITS MAJOR DEVELOPMENT PROJECTS, SUCH AS 

THE STEEL EXPANSION PLAN. OVER THE LAST TWO MONTHS, SN 
OFFICIALS HAVE CANDIDLY ACKNOWLEDGED THAT THE STEEL PROJECT- 
CONSIDERED FIRM SOME TWO YEARS AGO - MAY NOW BE POSTPONED 
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OR PHASED OVER A LONGER TIME FRAME. IN A MEETING LAST 
APRIL 28, SN PRESIDENT CONFIRMED TO US THAT SN HAS BEEN 
INSTRUCTED NOT TO MAKE ANY COMMITMENTS TO POTENTIAL SUP- 
PLIERS, PENDING A GREEN LIGHT FROM THE GOVERNMENT. THE 
GOP COUNCIL OF MINISTERS PRESENTLY HAS THE PROJECT UNDER 
CONSIDERATION AND IS EXPECTED TO REACH A DECISION IN THE 
NEAR FUTURE. 
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3. PROSPECT OF PORTUGUESE INTEGRATION INTO EC, WHOSE 
STEEL SECTOR CURRENTLY MARKED BY EXCESS CAPACITY, HAS 
CAUSED FURTHER RETHINKING OF THE SN EXPANSION PROJECT. 

GOP IS PREPARING A MEDIUM TERM PLAN (1979-84), INCLUDING 
INVESTMENT PROJECTS, FOR SUBMISSION TO THE PORTUGUESE 
LEGISLATURE NEXT OCTOBER. GOP OFFICIALS ACKNOWLEDGE THAT 
PLAN MUST CONSIDER IMPLICATIONS OF EVENTUAL PORTUGUESE 
MEMBERSHIP IN THE COMMUNITY. IN PARTICULAR, COMMITMENTS 
TO PROJECTS IN SENSITIVE SECTORS SUCH AS SHIPBUILDING, 

TEXTILES, PETROCHEMICALS, AND STEEL WILL BE EXAMINED IN 
CONTEXT OF OUTLOOK FOR THESE SECTORS IN EC MEMBER 
COUNTRIES. 

4. SN OFFICIALS NOTE THAT FURTHER DELAYS IN THE LONG 
PENDING DECISION ON THE SN EXPANSION PROJECT WILL HAVE 
SERIOUS IMPLICATIONS BEYOND THE STEEL SECTOR. THE FATE 

OF NUMEROUS FINANCIALLY TROUBLED METALWORKING FIRMS HINGES 
UPON THE FINAL DECISION. A GREEN LIGHT FOR THE PROJECT 
WOULD GIVE THESE FIRMS A NEW LEASE ON LIFE. 

5. COMMENT: SEVERAL U.S. FIRMS HAVE SHOWN INTEREST IN 
THE SN PROJECT. KOPPERS, FOR EXAMPLE, BID ON BLAST FURNACE 
AND REPORTEDLY IS STUDYING AN OFFER FOR THE CONTINUOUS 
CASTING MACHINES. EMBASSY WILL CONTINUE TO REPORT GOP 
STEEL EXPANSION PLANS. 
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